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ABSTRACT

This thesis is a continuation of research initiated by LCDR Daniel Ryan, SC,
USN to establish a basis for defining words and terms used in the field of contracting.
It offers a sample of published definitions presently used in Government contracting.
A synthesis of different published definitions was produced and the results sent to
recognized professionals in the contracting discipline for their opinion. Their feedback
was used to amive at an acceptable definition of the words and terms offered.
Concurrent  research in this area is being conducted by students at the Naval
Postgraduate School, Monterey, California, and the Air Force Institute of Technology,
Wright-Patterson Air Force Base, Dayton, Ohio. Follow-on work needs to be done to
define other words and terms in the contracting field using the procedure established

by LCDR Ryan. The 25 contracting terms for which consensual definitions were

establ‘shed are presented. =
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1. INTRODUCTION

A. BACKGROUND

The assembly and determination of a common language for contracting and
acquisition has been over-due. In order for the Government to speak a common
language, all participants.must be using and interpreting terms consistently. Until LCDR
Danijel Ryan, SC, USN initiated and completed his thesis entitled A Dictionary of
Acquisition and Contracting Terms, in September 1988, no consolidated national effort
had“been undertaken in this regard.

Various texts and schools have attempted to assemble elements of definitions.
A lack of consolidated eifort has caused a disparity in terms béfwcen various sources.
The objective of this thesis is to continue LCDR Ryan’s effort to research deéfinitions,
present findings to professionals, and unify the contracting and acquisition language.
‘This is a joint research effort being conducted. by students at the Naval Postgraduate
School, Monterey, California :md the Air Torce Institute of Technology, Wright-
Patterson Air Force Base, Dayton, Ohio.

In his thesis, LCDR Ryan presented a discussion to answer the guestion " Why
baseline term meanings?" In summary the discussion focused on thé need for effective
comniunicotion and the importance of a common language in satisfying that need. He
indicated that communication is the basic foundatior of Federal Govergment contracting
and that communication is impossible without an agreed upost baseline of ierm

meanings. The researcher agrees with this. premise and further agrees with LCDR




Ryan’s assessment that not only the Federal Govemment but business and industry as
well, must agree on one definition of contracting related words and terms. The
researcher also agrees ‘vith LCDR Ryan’s contention that using a survey is the best
way to achieve a consensus. [Ref. 1:pp. 1-6]

This chapter focuses on the research study aspect of the thesis. The thesis is a
continuation of the effort begun by LCDR Ryan with no significant changes in scope
and methodology. Therefor much of what is included in this chapter is repeated from

LCDR Ryan’s thesis for the convenience of the reader.

B. PROBLEM RECOGNITION

A fundamental condition often disregarded in.‘the evolution of a discipline is the
creation and recording of the meaning of the lexicon used to conduct normal business.
This lack »f such definitization in the Department of Defense and Federal Government
contracting has led to confusion at best. The need to have a standard underlying
language which is clearly understood and defined is rudimentary to the future evolution
and continued development of any discipline. It is critical to a discipline which aspires

to establish itself as a profession. [Ref. 1:p. 7]

C. PRIOR RESEARCH

Research in this area has been conducted primarily by students at the Naval
Postgraduate School (NPS), Monterey, California and' the Air Force Institute of
Technology (AFIT), Wright-Patterson Air Force Base, Dayton, Ohio. LCDR Daniel

Ryan SC, USN completed his thesis entitled A Dictionary of Contracting and

Acquisition Terms, in September 1988. Captain Mark Canaday, USAF, completed a




similar thesis, in September 1989. LCDR Ryan researched 28 terms and CPT Canaday

researched 225 terms.

D. SCOPE AND ASSUMPTIONS

The scope of the thesis is to provide proposed definitions to 25 terms used in the
field of contracting. The basic assumption of this thesis is that there is insufficient
agreement on the specific meaning of terms as they apply to contracting. No source
of authoritative contracting definitions exists. It was also assumed that consensus was
the best method of arriving at an acceptable definition of contracting terms. Any other

method would result in an arguably biased product. [Ref. 1:pp. 7-8]

E. RESEARCH QUESTIONS AND OBJECTIVES
The research question addressed in this thesis is:

To what extent can standard meanings be arrived at in the evolving field of

contracting in which words are used with various meanings?

During the course of this study, specific objectives included:

1. What are the current published definitions?

2.  What agreement can be reached from professionals in the field?

3. What definition of terms can be concluded from research and feedback?

4. What is the present usage in current contract text?

The purpose of this thesis is to. achieve the definition of approximately 25 terms
which can serve as the foundation of a concise dictionary of terms as they apply to the

contracting discipline.




Concurrent with this research effort, two other students at the Naval Postgraduate
School are conducting individual research in this area. LT Thomas Prien SC, USN and

CPT Richard Florek, USA are also researching 25 terms.

F. RESEARCH METHODOLOGY
The approach used in this thesis-was qualitative. It included e literature reyiew,
personal observations, a questionnaire and the researcher’s personal experience with the
contracting discipline.
The procedure adopted was as follows:
1. Generate a list of candidate terms from previous research in this topic,
published contract literature, and regulations.
2. Select a subset of 25 terms for analysis.
3. Research published contracting literature and regulations for published
definitions and common use of the terms for the 25 words selected in step
2 above.
4. Synthesize the published definitions found in step 3 above into single
definitions and organize them in the form of a questionnaire.
5. Mail out questionnaires to approximately 200 NCMA fellows.
6. Analyze questionnaire responses and arrive at proposed definitions for the
25 terms selected in step 2 above.
The procedural steps listed above are expanded upon in the following paragraphs.
The initial step taken in following the procedure consisted of reviewing the

1
LCDR Ryan. As.a.result.of informal telephone interviews with

research conducted .

g

people in industry, academia, professional education, and Federal Govemment




acquisition and cqntracting practitioners, LCDR Ryan developed a candidate list of
approximately 100 commonly used contracting terms, the meanings of which could be
-~-ariously construed. LCDR Ryan indicated in his thesis that the list was not intended
to be all inclusive but rather it was to serve as a starting point from which to establish
the foundation for a dictionary. [Ref. 1:p. 10] From this list, and augmented by
selected terms from contracting literature and regulations, the terms to be analyzed
were chosen.

The researcher selected 25 terms for analysis. The selectzd terms included:

- Acquisition Strategy *

- Administrative Change

- Baselining

- Certificate of Competency

- Commercial Item

- Configuration Management

~ Contractor Fumished Equipment *

- Cost Principles *

- Could Cost

- Defective Pricing *

- Engineering Change Proposal

- Full and Open Competition

- Govermnment Title

- Market Analysis

- Materiality




- Materials Management

- Post Negotiation Memorandum *

- Price Analysis

- Progress Payment

- Proprietary Data

- Reasonable

- Residual Value

- Risk

- Scrap

- Termination Liability

Those synthesized definitions for the five terms above marked with an astcrisl;
generated the most comment from respondents and are analyzed in Chapter II. The
remaining terms are analyzed in Chapter III.

As with LCDR Ryan’s thesis, the 25 terms selected for further study were
researched for their meanings as expressed in contracting literature, glossaries,
American language and law dictionaries, handbooks, textbooks, and Government
directives and instructions. A set of synthesized definitions was produced utilizing the
meaning most commonly found in the published definitions included in Appendix A.
These preliminary synthesized definitions formed the basis of the questionnaire utilized
in this thesis.

In his thesis, LCDR Ryan discussed the rationale behind the use of a written
questionnaire sent to a select representative sample of contracting professionals. The

researcher concurs with LCDR Ryan’s reasoning that large scale telephone surveys, or




questionnaires sent to pecple on mailing lists of Government and industry contracting
personnel were impractical to establish consensus. The researcher further concurs with
LCDR Ryan’s decision to target the membership of the National Contract Managemént
Association (NCMA) and specifically those individuals designated as NCMA Fellows.
By surveying people with significant contracting experience and knowledge, it was

hoped to represent the whole body of contracting personnel. [Ref. 1:pp. 13-14]

G. LITERATURE REVIEW

Utilizing the methodology established by LCDR Ryan, inaterials such as
published dictionaries, glossaries from textbooks, handbooks, guides, and compendiums,
published articles in professional joumals, Department of Defense (DOD) and Service
directives, and instructions were utilized to provide examples of word meanings-as used
in practice. Other sources included Federal agency regulations and a review of

publications and periodicals related to the field of federal contracting.

H. ORGANIZATION OF STUDY

As with the research effort conducted by LCDR Ryan, the focus of this thesis is
10 establish the basis for a concise dictionary of contracting words and terms. Once
instituted, the dictionary can grow and develop to serve as a basic underpinning upon
which the contracting discipline can rely in carrying out its duties and. responsibilities.

Chapter I puts forth background information and discusses the methodology and
scope of the research effort. As this is a continuation of the research.gffort initiated by
LCDR Ryan the information included i this chapter repeats or refers the reader to

his thesis.




Chapter II is the first of two analysis chapters and focuses on the synthesized
definitions which generated the most comment from questionnaire respondents. Each
chapter is divided into subsections which begin with an analysis of the questionnaire
definition process. Each subsection continues with an analysis of questionnaire
fesponses and concludes withi a proposed definition, arrived at through consensus, along
with synonyms and antonyms. Chapter III focuses on all remaining terms. Chapter IV
contains conclusions, recommendations, answers to the researcﬁ questions, areas which

require further investigation and concludes the thesis effort.




. ANALYSIS OF CONTROVERSIAL TERMS

A. INTRODUCTION

This chapter is the first of two chapters which deal with the resuits of the survey.
The results are separated into two chapteis to facilitate analysis of the responses to the
synthesized definitions. This chapter includes those terms which generated the most
comment. The remaining terms are analyzed in Chapter IIl. The terms analyzed are
presented in alphabetical order in each chapter.

Each subsection of the foilowing two chapters has the same format. Subsection
"a" examines the definition synthesis process. Subsection "b" looks at the results of
the questionnaire including respondent input conceming the synthesized definitions.
Subsection "c" offers the proposed definition along with recommended synonyms and
antonyms to be included in a dictionary of contrac.ing words and terms based upon

consensus.

B. TERM ANALYSIS
1. Acquisition Strategy
a. Definition synthesis:
The term "acquisition strategy” was not difficult to synthesize. The meaning
of the definitions used in practice were characterized by a common theme. Many of

the definitions used the same words and phrases.




The definition as sy-thesized was:

ACQUISITION STRATEGY: The conceptual framework for conducting systems
acquisition. Through the integration of strategic, technical, and resource concems,
it encompasses the broad concepts and objectives which direct and control the
overall development, production, and depioyment of a system. It is developed
and tailored to unique circumstances of the program.

b. Results:

This term generated the most comments. Only ten respondents agreed- with

the synthesized definition as offered in the questionnaire. Twenty-seven respondents had

comments which slightly modified the synthesized definition. Some of the comments

or observations concerning this term included:

Add "Testing" after "Development”. Testing needs to be done at several
levels/times - Engineering Development, Full Scale Development (Qualification),
Production (First Article).

Delete "systems" in first sentence - implies strategy not needed for other
acquisitions.

...conducting "systems" and ..."deployment of a system" Was not aware that
"AC-ST" applies only to a system and that it encompasses deployment.

Is "Acquisition Strategy” limited to "Systems Acquisition"?  Shouldn’t
"Acquisition Strategy" be applied when appropriate to something less than a
system? To be an honest definition, it should take into account "Political
Environment”,

...conducting "systems" - Should not be limited to systems acquisition. Even a
small purchase is the subject of an "acquisition strategy” even if all aspects of

that strategy are predetermined by the Federal Acquisition Regulation (FAR) or

10




other regulationts. Definition should also specifically reference the "schedule"
which is an i;ltcgral part of the strategy. ...concepts and objectives "including the
projected schedule”.

Delete "systems" from the first sentence. Acquisition strategy is longer than a
fraraework for systems acquisitiori. There is an Acquisition Strategy even for an
imprest fund purchase. I think Acquisition Strategy is a generic term that
can/should apply to any acquisition.

Based on the feedback received from the respondents, slight modifications

were made tc the synthesized definition. The term "systems" was deleted from the first

sentence. The phrase "deployment of a system" was revised to "introduction to use of
. P ploy y

a product or system".

¢. Proposed definition based upon responses:

ACQUISITION STRATEGY
The conceptual framework for conducting an acquisition. Through the integration
of strategic, technical, and resource concerns, it encompasses the broad-concepts
and objectives which direct and control the overall development, production, and
introduction to use of a product or system. It is developed and tailored to unique
circumstances of the program.

- Synonyms: Acquisition planning, acquisition management plan, business
strategy plan.

- Antonyms: Non-strategic, piecemeal acquisitions.

11




2. ontractor Furnished Equipment

c. Definition synthesis:

The synthesis for this term was arrived at by combining elements of the
definitions used in practice. There were.only a few published definitions found by the
researcher but their meanings followed & common theme. The definition as synthesized
was :

CONTRACTOR FURMISHED EQUIPMENT: An item manufactured or
purchased by the contractor, which the contractor is required to furnish in order
to carry out the requirements of a contract.

b. Results:

Eighteen respondents agreed with the synthesized definition. The term
generated comments or observations from 19 respondents. For example:

- It may be already "owned" by the contractor, not manufactured or purchased.

- To fumish should be changed to "to supply" and modify "requirement" to "the
specified requirements”.

- ..is required by the terms of the contract to furnish in. order to meet the
requirements of a contract.

- Unnecessary. Sounds like the opposite of the well-known "Govemment Fumished
Equipment". If it’s just the item being furnished, why not describe in each case.

- Change "in order to carry out the requirements of a contract” to "as a
deliverable end item or as part of a deliverable end item".

- What about leased 2quipment? If contractor furnishes equipment which is leased,

it is not manufactured or purchased.

12




- Delete "is required". Comment - An item manufactured or purchased by the
contractor which the contractor furnishes in order to. carry out the requirements
of the contract.

¢. Proposed definition based upon responses:
: . CONTRACTOR FURNISHED EQUIPMENT
An item manufactured or purchased by the contractor which the contractor is
required to provide in order to carry out the requirements of a contract.

- Synonyms: Contractor acquired eguipment.

- Antonyms: Government furnished equipment.

3. Cost Principles
a. Definition synthesis:
The term "cost principles” was not difficult to synthesize. The definitions-as
used in practice followed the same theme. Some definitions were more detailed than
. others. The rynthesis was mainly the result of combining key words and phrases in
order to express that common theme. The definition as synthesized was:
COST PRINCIPLES: The regulations which establish rules and policies relating
to the general treatment of costs in Govemnment contracts. Cost Principles define
the basis for allowability, reasonableness and the concepts of allocability of
contractor’s costs under cost reimburseinent contracts and for the negotiation of
fixed. price contracts.
b. Results:
Fifteen respondents agreed with the synthesized definition of this term.
Twenty-two respondents had comments or suggestions. Some of the comments and
. 4
suggestions included:

. - First sentence should be separate definition, under "Cost Regulations”. Change

second sentence to "The principles defining the ...."

13




- Modify beéfore "negotiation” in the last line by inserting "price" making the
phrase "piice negotiaticns”.

- Change the beginning of the definition to the sentence starting "Cost Principles
define ...." and end with the first sentence, only change the beginning to "They

are contained in regulations which ...". Cost principles are "principles" - not
regulations. They aré contained in the regulations, etc.
- Principles are not regulations. Suggest starting first senténce "cost principles are
émbodied in regulations which ...."
- ..allowability including reasonableness and...contractor’s costs to be paid under
cost and fixed price contracts including changes, final pricing and terminations.
- Delete the word regulations. Policies and procedures which. establish guidelines
for (a) pricing contracts, suhcontracts and modifications to contracts whenever a
cost analysis is performed and (b) the determination, negotiation, or allowance of
costs when required by a contract clause.
The synthesized definition was only slightly modified in arriving at the
proposed definition. The second sentence of the synthesized definition was moved to
the beginning of the definition and modified accordingly. The synthesized definition

was also modified to reflect the view expressed by many of the respondents that

principles are not regulations but rather are cortained or embodied in regulations.

14




¢. Proposed definition based upon responses:

COST PRINCIPLES

The principles defining the busis for allowability, reasonableness and the concepts
of allocability of contractor's costs urder cost reimbursement contracts and for
the negotiation of fixed price cortracts.They are embodied in regulations which
establish rules and policies relating to the general treatment of costs in
Government contracts.

- Synonyms: None.

- Antonyms: None.

4. Defective Pricing

a. Definition synthesis:

The researcher found only one published definition for this term. The

synthesis was achieved by combining that definition with elements of definitions fourd

for "defective cost or pricing data.” The researcher felt this was necessary in order to

adequately convey the meaning of the term. The definition as synthesized was:

DEFECTIVE PRICING: Result of cost or pricing data which were certified by
a contractor 10 be-current, accurate and complete but in fact were not. It entitles
the ‘Government to an.adjustment of the negotiated price, including profit or fee,
t0 exclude any significant sum by which price was increased because of the
defecvive: cost or pricing data, provided the data were relied upon by the
Government.

b. Results:

The results of the questionnaire showed that 15 respondents agreed with the

synthesized definitiori. Twenty-two respondents provided comments-or suggestions. For

example:

Delete first sentence and substitute "Occurs when the facts upon which the

Current Cost and Pricing Data Certificate are found to be incorrect."”

15




- My understanding is that this woulc be the-case even if the perchaser did not ask
for the certificate, when the amount was over statutory threshold. Definition
should ‘iti,Jude subcontractors data.

- Not necessary to be ceitified - law amended in 1986, =.g., if certificate was
required by law but not given by contractor the Governmnt &ill can pursue as
if given.

- In the first sentence change "certified" to "claimed". In the second line - change
it to "Proof of defective pricing". Not all defective pricing 1s certified! But
Govarament is still entitled to a reduction - either as fraud or wider the
centificate.

- There is a need to update the referenced definition in view of recent legislative
changes whereby the Government may have a defective pricing claim even in the:
absence of certification.

Some modifications of the synthesized definiticn occurred as .a result of
respondent feedback. In the first sentence, the term “certified" was changed to
"¢laimed" and the term “or subcontractor" was insertéd. These changes were made in
order to reflect the position that it is possible to have defective :pricing that was not
certified and that subcorwractors as well as primie contractors can be the source of

dzfective pricing.

16




¢. Proposed definition based upon responses:

DEFECTIVE PRICING

Result of cost or pricing data which were claimed by a contractor or
subcontractor to be current, accurate and complete but in fact were not. It
entitles the Government to an adjustment of the negotiated price, including profit
or fee, to exclude any significant sum by which price was increased because of
the defective cost or pricing data, provided the data were relied upon by the
Government.

- Synonyms: Defective cost or pricing data

- Antonyms: None.

5. Post Negotiation Memorandum
#. Definition synthesis:

The term "post negotiation memorandum” was not difficult to synthesize

despite a lack of published definitions. The researcher found that the term "negotiation

memorandim" was most often preceded by the word "price." The researcher combined

the elements of the definitions of "price negotiation memorandum" with the concept of

the word "post” to arrive at the syathesized definition. The definition as synthesized

was:

POST NEGOTIATION MEMORANDUM: Documentation of a negotiation which
provides a permanent record of the decisions made by the negotiator in
determining that the price agreed upon by the Government and the successful
offeror was fair and reasonable.

b. Results:

This term generated comments and recommendations from 23 respondents.

Only 14 respondents agreed with the synthesized definition as offered in the

questionnaire. Some of the comments and recommendations included:

17



- Change "Government" to "buyer". It covers all aspects of the negotiation from
objective through agreement and it covers all aspects including technical,
performance and price.

- Post negotiation should include more than "price factors"; it’s an official record
of all substantive items which the negotiator deems important to the agreement.

- Documentation record of a negotiation which provides a permanent record ‘of the
decisions made by the negotiator in determining that the contract price agreed
upon was fair and reasonable. The use of a post negotiation memorandum is
also applicable to non-government contract management in things like subcontract
administration betrveen a prime and sub.

- Add "and contr~ ¢ i:7ins" after "that the price”. Change "was" to "were" before
the word "fair".

- Documentation of any negotiation in order to provide a permanent record of the
decisions made by tiie negotiator in determining that the price agreed upon by
the Government and offeror(s) was fair and reasonable or not. Not necessarily
restricted to successful offerors.

- It has nothing to do with "fair and reasonable" it is a written record of what was
discussed and agreed to. "Fair and reasonable” considerations cloud and distort
the record which should speak for itself.

The synthesized definition was only slightly modified in arriving at the
proposed definition. The term "Government" was changed to "buyer" because the

definition does not apply solely to the Government.

18




¢. Proposed definition based upon responses:

POST NEGOTIATION MEMORANDUM

Documentation of a negotiation which provides a permanent record of the
decisions made by the negotiator in: determining that the price agreed upon by
‘the buyer and the successful offeror was fair and reasonable.

- Synonyms: Price negotiation memorandum, PNM, record of contract action.

- Antonyms: None.

N
4

€. SUMMARY

This chapter has presented the analysis of controversial terms. A discussion of
the definition synthesis process, presentation of the questionnaire results, and ttie
proposed definitions based on the questionnaire results were included. The following

chapter will present the remaining terms.
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III. ANALYSIS OF ALL REMAINING TERMS

A. INTRODUCTION

This chapter is the second of two chapters which deal with the results of the
q.uestionnairc. This chapter includes the remaining terms which were not covered in the
previous chapter. The terms analyzed are presented in alphabetical order.

The format remains unchanged from the previous chapter. Subsection “a"
examines the definition synthesis process. Subsection "b" looks at the results of the

uestionnaire. Subsection "c¢" offers the proposed definition along with recommended
q prop g

synonyms and antonyms.

B. TERM ANALYSIS
1. Administrative Change
a. Definition synthesis:
This term was not difficult to synthesize. Published definitions do not differ
from one another and the meaning is not ambiguous. The definition as synthesized was:
ADMINISTRATIVE CHANGE: A unilateral contract change, in writing, that
does not affect the substantive rights of the parties (e.g., a change of address or
the appropriation data).
b. Results:
Nineteen respondents agreed with the synthesized definition of this term.
Eighteen respondents offered comments. Some of the comments -included:
- Do not believe the words "in writing" are needed. No Government contract can

be changed except in writing. Lets be sure "change of address" can not be

20




construed to mean change of place of performance which could easily be a major
change.
Delete "unilateral" from first sentence, and insert "...change, usually in writing,
made unilaterally." Also it’s only unilateral if initiated by the Government,
which is usually the case. A contractor can also request such a change (e.g.,
change in address). Further, good practice usually dictates a bilateral amendment
to insure contractor has received notice and agrees that the change is only
administrative in nature.
How about change of mailing address (legal implication) "Notice is valid if
mailed to ..." Is that administrative? And can it be accomplished unilaterally?
See your lawyer.
An administrative cl.inge can be bilateral as well as unilateral.
A unilateral contract modification, in writing, that does not affect the terms and
conditions of the contract.
A unilateral contract change issued by a buying agency, in writing, that does not
affect the substantive rights of the parties (e.g., a change of address or the
appropriation data).

¢. Propesed definition based upon responses:
ADMINISTRATIVE CHANGE
A contract change (either unilateral or bilateral),in writing, that does not affect
the substantive rights of the parties (e.g., a change of address or the

appropriation data) or the contract price.

- Synonyms: Unilateral modification or unilateral supplement, administrative
modification.

- Antonyms: Contract amendments.
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2. Baselining

a. Definition synthesis:

The synthesis of the term "baselining" was mainly the result of combining
the elements of the two published definitions the researcher found. This was done
because the meaning of the two definitions had a common theme yet differed slightly
in their descriptions. The definition as synthesized was:

BASELINING: A process whereby all managers involved in & program entering
full-scale development or production review and approve critical program
parameters including cost, schedule, and performance. Once approved, the
program manager has the authority to manage the program within the specified
baseline parameters.

b. Results:

The feedback from the questionnaire in'licated 26 respondents agreed with
the synthesized definition. Eleven respondents offered comments and recommendations.
Some of those comments and recommendations included:

- Too broad. Perhaps change "authority" to "guidance”.

- Way to restrictive - can occur in other types of programs. I have seen and used
at least 2 or 3 other definitions. No consensus on this one.

- Delete "entering full scale development or production”. Wouldn’t baselining be
appropriate at earlier stages of the acquisition as swell?

- A process whereby all managers involved in a program entering full-scale
development or production help establish critical program parameters including

cost, schedule, and performance. " Once established the program manager has full

authority to manage the ...."
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- Do not believe the second sentence should be pari of a definition. It explains
authority which varies from place to place.

- Baselining is often an iterative process. Done when entering fuli scale
development and production, the result is a carefully thought out starting point
to measure potential changes against.

¢. Proposed definition based upon responses:
BASELINING
A process whereby all managers involved in a program entering full-scale
development or production, review and approve critical program parameters
including cost, schedule, and performance. Once the baseline is approved, the
program manager has the authority to manage the program within the specified
parameters.

- Synonyms: Zero basing.

- Antonyms: None.

3. Certificate of Competency

a. Definition synthesis:

This term was not difficult to synthesize given that this is not a concept but
rather a tangible item. The published definitions all conveyed the same theme and the
synthesis was a matter of word smithing. The definition as synthesized was:

CERTIFICATE OF COMPETENCY: A written certificate from the Small
Business Administration stating that a small business, with respect to all elements
of responsibility (including but not limited to capability, competency, capacity,
credit, integrity, perseverance, and tenacity), is able to receive and perform a
specific Govermment contract.
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b. Results:

Twenty-six of the 37 questionnaires retumed indicated agreement with the

synthesized definition. Eleven respondents offered comments and recommendatiors,

none of which included major changes to the synthesized definition. For example:

Change "perseverance, and tenacity” to "and experience” How does one measure
tenacity?

..and tenacity), is authorized or certified to receive and deemed capable of
performing.

Add to the end "The issuance of a Certificate of Competency (COC) by the
Small Business Administration is binding on the Contracting Officer." Also the
last sentence is a critical aspect of COC'’s.
Recommend using FAR 19.601 (a).
Remove "receive and" from the definition.

¢. Proposed definition based upon responses:

CERTIFICATE OF COMPETENCY

A written ceruficate from the Small Business Administration stating that a small
business, with respect to all elements of responsibility (including but not limited
to capability, competency, capacity, credit, integrity, perseverance, and tenacity),
is able to receive and perform a specific Government contract.

- Synonyms: None.

- Antonyms: Not responsible.




4. Commercial Item
a. Definition synthesis:

This term had many published definitions of which the majority used the

same descriptions and phrases. The theme of all the definitions was similar thus

making the definition easy to synthesize. The definition as synthesized was:

COMMERCIAL ITEM: Supplies or services regularly used for other than
Government purposes and sold or traded to the general public in the course of
normal business operations.

b. Results:

This term generated 19 agreements with the synthesized definition. Eighteen

respondents provided comments and recommendations, a selection of which follow:

Any ijtem sold in substantial quantities to the general public.

Add "...public in substantial quantities...."

Change to - Supplies or services sold or traded to the general public pursuant to
the normal conduct of business. Why do you need "regulaily used for other than
government purposes"?

"for other than Govemment purposes” Error - you’'ve .eliminated in your
definition anything used by Governmen:¢. Can’t Government use commercial
items? Sure it can - e.g., toilet .paper - just rephrase dJefinition more carefully.
Change “Supplies or servi:zes regularly used for other than Government purposes
and" tn "A product”. Also add to the end "at prices based on established catalog
or market prices’. The FAR does not specify "services" as a.ccommercial item

or "product"”.
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-

- Suggest these changes because the implication is that Government does not buy
commercial items. "Supplies or services regulazly sold or traded in substantial
quantity to the general public in the course of normal business operations. As
may be evidenced by published catalogs and price lists."

A modification to the synthesized definition occurred as a result of
r-cspondcnt feedback. There was a significant number of comments which questioned
the use of the phrase "for other than Government purposes”. It was noted that the
‘Government can and does '1se many items as sold to the general market place (e.g.,
pencils, toilet paper, etc.). The proposed definition deletes the phrase in order to avoid
eliminating all items used by the Government. If an item is used for a specific
Government purpose it will not meet the commercial item criteria and the integrity of
the definition remains.

c. Proposed definition based upon responses:

COMMERCIAL ITEM
Supplies or services regularly sold or traded in substantial quantity to the
general public in the course of normal business operations.

- Synonyms: Off-the-shelf, commercial product.

- Antonyms: Military specific equipment.
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5. Configuration Management

a. Definition synthesis:

The term "configuration management” was not difficult to synthesize. The
published definitions conveyed a common theme and in the majority of cases the exact
wording. The synthesis was mainly a matter of incorporating the common elements
found in the definitions with any unique words or phrase. The definition as synthesized
was:

CONFIGURATION MANAGEMENT: A discipline applying technical and
& iministrative direction and surveillance to identify and document the functional
and physical characteristics of an item or system, control any changes to such
characteristics and record and report change processing and implementation status.

b. Results:

Feedback from the questionnaire indicated 29 respondents were in agreement
with the synthesized definition. Comments were received from eight respondents. Some

; of the comments included:

- Add "designate" before identify.

- Suggest deleting this phrase for clarity - "applying technical and administrative
direction and surveillance”,

- Add to the end "Configuration management also encompasses the management
of Interface Control Documentation where the item or system interacts with other
items or systems."”

-

- Change first word to "That". Insert "control” after "direction" and delete the word

"control" after the word system.

~1

| 93




- If this is what "Configuration Management" is, it does everything but manage.
Perhaps the current implementation of Configuration Management should be
examined to see if the goal is being achieved. A good subject for a paper?

¢. Proposed definition based upon responses:
CONFIGURATION MANAGEMENT
A discipline applying technical and administrative direction and surveillance to:
identify and document the functional and physical characteristics of an item or
system, control any changes to such characteristics and record and report change
processing and implementation status.

- Synonyms: None.

- Antonyms: None.

6. Could Cost

a. Definition synthesis:

This term was difficult to synthesize because of a lack of published
definitions. The researcher found only one reference which offered a definition for this
term. The synthesis was based on the published definition and the résearcher’s input.
The definition as synthesized was:

COULD COST: A concept of contract pricing that involves a cooperative
government and industry effort to minimize or eliminate the non-value, added
work done by a contractor.

b. Results:

This term generated a number of comments. Only 19 respondents agreed
with the synthesized definition. Eighteen respondents had comments or observations on
the synthesized definition. For example:

- This a new term for me. I thought we always tried to eliminate non-value-added

work. Is this related to "should cost” (?) or "no-value added".
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- Concept of contract pricing that examines the contract requirements through a
cooperative éovemment and industry effort to minimize cost. Why should we
ever pay for this?

- A concept of pre-award contract pricing that involves a cooperative buyer and
seller effort to minimize or eliminate the ror-value, added work done by a seller.
Alternatives are examined so that best buy decisions can be made.

- Drop "the non-value, added work done by the contractor” and replace with
"unneeded work". Could cost identifies Government requirements that are not
needed and would otherwise increase the cost.

- Add at the end "or requested by the Govemment."

The synthesized definition was only slightly modified in arriving at the:
proposed definition. The terms "Government" and "contractor" were replaced with
"buyer” and “sellet” respectively. This term does not necessarily apply only to
Government contracts.

¢.  Proposed definition based upon responses:

COULD COST

A concept of rontract pricing that involves a cooperative buyer and seller effort
fo minimize or eliminate the non-value, added work done by a seller.

- Synonyms: Value engineering, Total Quality Management.

- Antonyms: Should cost, will cost.
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7. [Engineering Change Proposals

a. Definition synthesis:

The term "engineering change proposal” was not difficult to synthesize. The

published definitions were characterized by a .ommon theme and in many cases the
same words and phrases. The synthesis was mainly a practice of incorporating the

common clements and descriptions. The definition as synthesized was:

ENGINEERING CHANGE PROFOSAL: A document which proposes a change

in th: physical or functional characteristics of a system or item. Requires

révision to contract specifications or engineering drawings. Includes both a
proposed engineering change and the documentation by which the change is
described and suggested.

b. Resulis:

Seventeen respondents agreed with the synthesized definition. Another 20

respondents had comments or recommendations, a selection of which follow:

Can also propose change in design, test scheme, etc.

If "physical" means form or fit then the definition is correct.

Includes identification of applicable requirements for price and delivery
adjustments. The engineering change proposal should present a compiete picture
of all factors involved.

Change "physical" to "deésign", and "functions" to ‘"performance", and
"characteristics” to "specifications".

Delete "change” in the third sentence and delete "described and suggested" from

the last line. A document which proposes a change in-the physical or functional

characteristics of a system or item. Requires revision to contract specifications

or engineering drawings. Includes both proposed engineering drawings and the
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contractual documentation by which the change is to be incorporated into the
contract.
Respondent feedback prompted some changes to the synthesized definition.
The phrase "if accepted by the buyer" was added after "drawings" because an
engineering change proposal not accepted would not require revision. The phrase "by
which the change is described and suggested” was deleted for clarity purposes.
¢. Proposed definition based upon responses:
ENGINEERING CHANGE PROPOSAL
A document which proposes a change in the physical or functional characteristics
of a system or item. It requires revision to contract specifications or engineering.
drawings, if accepted by the buyer. It includes both a proposed engineering

change and its documentation.

- Synonyms: Class I change, value engineering change proposal.

- Antonyms: Class Il change.

(8. Full and Open Competition

a. Definition synthesis:

This term was easy to synthesize. The published definitions did not differ
from each other. The synthesis was a process of incorporating the published definitions.
The definition as synthesized was:

FULL AND OPEN COMPETITION: All responsible sources are eligible to

compete, to submit sealed bids or competitive proposals as required by the
procurement.
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b. Results:

Twenty four of the 37 questionnaires returned indicated agreement with the

synthesized definition. Thirteen respondents offered comments and observations. For

example:

Change "required” to "specified".

Delete "responsible”. "Responsible” and "Responsive” are usually determined
after submission of bids or proposals.

Change "eligible" in the first sentence to "permitted”.

Change "eligible" in the first sentence to "permitted or allowed".

The term "permitted” or "allowed" should be substituted for "eligible”. The "full
and open competition” process allows/permits a responsible source to compete,
but does not qualify or determine his eligibility.

Delete "responsible” from the first sentence. All qualified sources are eligible to
compete - to submit sealed bids or competitive proposals as required by the
procurement.

The synthesized definition was only slightly modified in arriving at the

proposed definition. The term "eligible” was changed to "permitted.”

¢. Proposed definition based upon responses:
FULL AND OPEN COMPETITION
All responsible sources are eligible to compete and submit sealed bids or
competitive proposals as required by the procurement.

- Synonyms: Unrestricted competition.

- Antonyms: Sole source, limited competition.
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9. Government Title

a. Definition synthesis:

This term was difficult to synthesize because the researcher found no
published definitions. The researcher reviewed case law in an attempt to ascertain the
meaning of the term. While no specific references to the term’s definition were found,
the researcher felt he was able to ascertain the thrust of the term. The definition as
synthesized was:

GOVERNMENT TITLE: The Government’s vested right to the ownership and
possession in real or personal property.

b. Results:

This term generated 15 comments from the respondents. Twenty-two
respondents agreed with the synthesized definition as offered in the questionnaire. Some
of the comments included:

- Insert "ultiinate” before "possession”. The property may be in the possession or
control of a contractor.

- Possession could be affected by other circumstances, such as a contract
commitment to leave the property in the hands of a manufacturer for the
production of goods.

- Add to the end - "including intellectual property".

- The Govemnment’s legal right to the ownership and possession of real or personal
property.

- The Government’s right of ownership in real or personal property. Such title

of the contractor or others.
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The synthesized definition was modified slightly in arriving at the proposed
definition. There were a number of comments which addressed the issue of
"possession”. The common theme of those comments was that the Government could
have title without actual possession of the real or personal property. The phrase "The
right of possession may or may not be executed." was added for clarity purposes.

¢. Proposed definition based upon responses:

GOVERNMENT TITLE
The Government's vested right to the ownership and possession of real or
p2rsonal property. The right of possession may or may not be executed.

- Synonyms: None.

- Antonyms: None.

10. Market Analysis
a. Definition synthesis:
The term "market analysis" was not difficult to synthesize. The researcher
did not find many published definitions but those that were found conveyed a common
theme. The synthesis consisted mainly of combining key words and phrases from the
definitions. The definition as synthesized was:
MARKET ANALYSIS: Analysis to measure the extent and nature of a market

and determine its characteristics (e.g., product availability, market alternatives,
prices,-trends).

b. Results:
The feedback from the questionnaire indicated 29 respondents agreed with

the synthesized definition. Only eight comments were received. For example:




Add as an example "source identification".

Should include "ability to compete"”.

Analysis which measures the extent and nature of a market and determines its

characteristics (e.g., product availability, market alternatives, prices, trends, and

degree of competition).

Delete "Analysis to" and start with "Measurement of". Also change "determine"

to "determination of". Add "technology" to the end. The above is from the

standpoint of seller. From the standpoint of a buyer - study of the what, when,

why, who, from, and how people buy to determine the most suitable approach

to procuring supplies and «zrvices.

To me market analysis is not the analysis of a "market area", but rather the

potential marketability of a particular product or service to be supplied by the

firm proposing to market it.

Analysis to measure the availability of commercial products and to identify such

market practices as warranty provisions, distribution, and support and availability.
¢. Proposed definition based upon responses:

MARKET ANALYSIS

Analysis which measures the extent and nature of a market and deterntines its
characteristics (e.g., product availability, market alternatives, prices, trends).

- Synonyms: Market research, market survey.

- Antonyms: None.
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11. Materiality

a. Definition synthesis:

This term was difficult to synthesize. Many of the published definitions
offered descriptions such as "something material”. The researcher did not feel that such
a description adequately defined the term. The researcher found that only one put?lished
definition provided more detailed and substantive descriptions. The definition as
synthesized was:

MATERIALITY: The measure of worth or significance of an item in relation
to other items.

b. Results:

Of the 37 respondents, 22 were in agreement with the synthesized definition. '
Comments and observations were received from 15 respondents. Some of the comments
and observations included:

- Delete "in relation to other items". An item may be material or have a measure
of value regardless of whether there are other items to measure it against.

- Materiality is, I believe, not a relative concept but an "absolute” concept. For
example, a "material" breach of a contract may have less significance to one or
both parties to. a contract than a non-material breach. Failure to make timely
payment is a:material breach but may not be as significant (if payment is to be
made eventually) a non-material change in performing personnel.

- Question the need - otherwise no comment.

- Not the "measure...significance” but the "pertinence.”

- A concept used under Cost Accounting Standards and defective pricing to

determine whether an action by the contractor has had a significant impact on



cost or price to the Government, and if a contractual adjustment or other
consideration is warranted.

While the majority of the respondents agreed with the synthesized definition,
some modification to the definition did occur as a result of the feedback. The
modification was made in order to amplify the synthesized definition. The phrase
"and/or relevant comparators" was added to the end of the synthesized definition along
with the sentence "Measure can be in terms of the nature of the item or its size".

¢. Proposed definition based upon responses:

MATERIALITY

The measure of worth c> significance of an item in relation to other items and/or
rglevant comparators. Measure can be in terms of the nature of the item or its
size.

- Synonyms: Significance, value, pertinence

- Antonyms: Immaterial.

12. Materials Management

a. Definition synthesis:

There were many published definitions for this term. The definitions as used
in practice all followed a common theme. However, they were also quite wordy in
their descriptions. The difficulty the researcher had was in trying to make the
synthesized definition as succinct as possible. This was accomplished through the
process of word smithing. The definition as synthesized was:

MATERIALS MANAGEMENT: An integrated management,approach to the

complete life cycle of material flow from the raw material state to the finished
product state.
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b. Results:

This term generated only nine comments. Twenty-eight respondents agreed

with the synthesized definition. Examples of the comments included:

Don’t believe you should limit this to raw material state.
Definition should identify some of the sub-elements between raw material and

finished product. Is purchasing management part of the definition? Source

inspection? Income Inspection? Storage? Inventory? Scrap accountability?

Add - "... life cycle of an item’s material...."
Doesn’t it also cover the logistics of inventory and shelf life?
Add "organizationally" before "integrated”. The definition should address the fact
that it includes all functions of procurement, inventory control, managements
standards, and quality control and surplus property disposition.

c. Proposed definition based upon responses:
MATERIALS MANAGEMENT
An integrated management approach to the complete life cycle of an item’s
material flow from the raw material state to the finished product state.
- Synonyms: None.

%
- Antonyms: None.

13. Price Analysis

a. Definition synthesis:

The term "price analysis”" was easy to synthesize. All of the published

definitions followed a common theme and most used the same words and phrases in

their descriptions. The definiiion as synthesized was:
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PRICE ANALYSIS: The process of examining and evaluating a proposed price
on the basis of data independent of that provided by the contractor. Performed
without evaluation of the separate cost elements and proposed profit (or fee). A
method which utilizes certain comparisons and yardsticks, catalogs, and estimates.

b. Results:

Feedback from the questionnaire indicated 23 respondents agreed with the

synthesized' definition. Comments were rcceived from the remzining 14 respondents, a

selection of which fotiows:

And is required for all acquisition actions.

Add - past prices and marketplace.

Change "contractor" to "offeror".

Add "... comparisons of competitive price quotes, prior quotes or contract prices
"

Change beginning of second sentence to "It is performed”. Change last sentence

to "This method utilizes'..."

Change "utilizes" to "uses" in the last sentence. Agree (however, prefer simpler

English).

May not be comgletely independent of data provided by the contractor. The

contractor may contribute to "pricing” data.

The synthesized definition was only slightly modified in arriving .at the

proposed definition. The term "contractor" was changed to "offeror." The phrases

“"competitive price quoies” and "prior quotes or contract prices" were added to the last

sentence.
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¢. Proposed definition based upon responses:
PRICE ANALYSIS
The process of examining and evaluating a proposed price on the basis of data
independent of that provided by the offeror. It is performed without evaluation
of the separate cost elements and proposed profit (or fee). This method uses
comparisons of competitive price quotes, prior quotes or contract prices,
yardsticks, catalogs, and estimates.
- Synonyms: Parametric estimating.

- Antonyms: Cost analysis.

14. Progress Payment

a. Definition synthesis:

All of the published definitions found by the researcher were virtually the
same. As a result, the definition was not difficult to synthesize. The definition as
synthesized was:

PROGRESS PAYMENT: Payment made to contractors under a contract on the
basis of cost incurred, percentage of completion accomplished, or upon a
specified stage of completion.

b. Results:

This term generated a number of comments. Seventeen. respondents were in
agreement with the synthesized definition while 20 respondents provided comments and
observations. Some of the comments or observations regarding this term included:

- or period of time (e.g., monthly on service contracts)
- Change first line to - " Payment made to a contractor on the basis of cost ...."
- Questioning "under a contract” - Also add "or" after "incurred" and add

"contract" before "completion".
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Interim payment made to a contractor under contract conditions on the basis of
actual contract go-ahead costs incurred, percentage of completion accomplished,
or upon a specified stage of completion as applicable.

This implies a rigidity of application (incurred percentage completion, specified
stage) that does not and should not exist. I'd refer to "agreed upon stages of
progress” and drop the rest.

Change the first line "...contractors during the performance period of the contract
based on cost...."

Payment made to contractors under a contract on the basis of cost incurred.
Progress payments are treated as a type of Government financing and are
liquidated upon delivery of the product (at which time profit is also paid).

The synthesized definition was only slightly modified in arriving at the

proposed definition. The phrase "other than a cost reimbursement” was inserted in the

first line for clarity. The phrase "as applicable” was zdded to the last sentence.

¢. Proposed definition based upon responses:

PROGRESS PAYMENT

Payment made to a contractor, under other than a cost reimbursement contract,
on the basis of cost incurred, or percentage of completion accomplished, or upon
a specified stage of completion as applicable.

- Synonyms: Interim payment.

- Antonyms: Advance payment.
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15. Proprietary Data

a. Definition synthesis:

This term.was difficult to synthesize due to a lack of published definitions.
The researcher felt the concept of "data" was relatively straight forward. The researcher
incorporated key concepts found in definitions of "proprietary” and "proprietary rights”
into the synthesized definition. The definition as synthesized was: |

PROPRIETARY DATA: Data which cescribes technical processes, tools, or
mechanisms that belong to an owner as a result of authorship, invention, or
discovery at private expense.

b. Results:

Twenty one of the 37 respondents agreed with the synthesized definition as
offered in the questionnaire. Sixteen respondents provided comments and
recommendations, a selection of which follow:

- Could be purchased also.

- Add to the very end - "or purchased rights". Proprietary data are data that its
owners wish to keep away from others and forbid the unauthorized use thereof.

- Not complete enough. Cost data, for example, can be considered proprietary.

- Add to the end - "plus such administrative, planning and financial data which an
owner considers essential to the ongoing well-being of his endeavor and the
revelation of which would be detrimental to his competitive position"”.

- Add to the first line - "Data which is protected by the owner and which describes

- Add to the end - "Disclosure of this data is not authorized without the owners

consent."
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Some modifications of the synthesized definition occurred as a result of
respondent feedback. The phrase "or through purchased rights" was added to the end
of the definition. The phrase " private business information” was added to encompass
such information as cost data.

c¢. Proposed definition based upon responses:

PROPRIETARY DATA

Data which describes technical processes, tools, mechanisms, applications, or
private business information that belong to an owner or entity as a result of
authorship, invention, or discovery at private expense or through -purchased
rights.

- Synonyms: Patent, copyright, license.

- Antonyms: Public domain.

16. Reasonable
a. Definition- synthesis:
The term "reasonable” was not difficult to synthesize. The published
definitions for "reasonable cost", "reasonable price", and "reasonable care" provided the

rough framework for the synthesized definition. The definition as synthesized was:

REASONABLE: Based on the exercise of a prudent person’s judgement.
Agreeable to reason or sound judgement. Not immoderate or excessive.

b. Results:
Twenty-three respondents agreed with the synthesized definition. Comments
or observations were received from 14 respondents. For example:
- Add to the end - "Must be tempered based on the instant sitution.”

- Should refer to the circumstance surrounding the judgment.
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- Based on-logic and the exercise of a p:udet:t: person’s sound judgement under the
circumstances. Agreeable to reason or sound judgement. Not immoderate,
excessive, arbitrary, capricious, or frauculent.

- Objective and subjective standards of reasonubleness should consider the context
of the action, inaction. or coaduct: under review.

- First sentence should stast with "Acceptable ...."

The synthesized definition was modified to réflect the respondent’s
comments which indicated that "reasonable” must consider the circumstances
surrounding the judgment. Accordingly, the phrase "taking into consideration the
circumstances" was added to the second sentence.

¢. Proposed definition based upon responses:

REASONABLE

Based on the exercise of a prudent person’s judgment. Agreeable to reason or
sound !‘udgment taking into consideration the circumstances. Not immoderate or
excessive.

- Synonyms: Fair, just, reasonable cost.

- Antonyms: Unreasonable, excessive.

17. Residual Value -
a. Definition synthesis:
This term was not difficult to synthesize. Its meaning is not ambiguous and
the meanings of the published definitions follow a common theme. The definition as

synthesized was:

RESIDUAL VALUE: The scrap value of a tangible capital asset at the end of
its. economic life.




the

b. Results:
Feedback from the questionnaire indicated 21 of the 37 respondents agreed with

synthesized definition. Sixteen respondents provided comments or

recommendations, a selection of which follows:

An item can have scrap value, whether or not it is a capital item. Delete the
word "capital" from the first sentence.
Could include more than scrap value. Item can have utility at the end of its
economic life (end of economic life is defined as fully depreciated amount).
Everything has some residual value even an ex-spouse. Do we want to limit our
definition to "Tangible Capital Asset"?
The value of a tangible asset remaining at the end of its planned economic life.
Not restricted to capital assets or characterized as scrap.
Substitute word "remaining” for "scrap” and "useful" for "economic”.
Change the beginning to "The salvage or scrap value...."
The net proceeds or fair value of a tangible capital asset at the end of its
economic life or upon disposition.

c. Proposed definition based upon responses:

RESIDUAL VALUE
The remaining value of a tangible asset at the end of its econontic life.

- Synonyms: None.

- Antonyms: None.
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18. Risk
a. Definition synthesis:

This term was very difficult to synthesize. The many published definitions

provided the basic framework for the synthesis process. The researcher did not want

the synthesized definition to be laced with technical jargon yet could not ignore the

common theme found in the definitions, namely the concepts of uncertainty’ and

probability. The definition as synthesized was:

RISK: The element of uncertainty in an undertaking. It is the function of the
probability of consequential events occurring and the consequences of the event
on the objectives.

b. Results:

This term generated only 12 comments. Twenty-five respondents agreed with

the synthesized definition as offered in the questionnaire, Some of the comments

conceming the term included:

Delete "consequences" substitute "causal”.

Since probability is never 100%, there is always risk. Use "chances" or
"likelihood" rather than "probability” to keep the mathematicians out of it. Risk
implies negative results. Your definition allows room for consequential events
to occur which have favorable affect on the objectives. Is risk always negative?
Add "...occurring and the magnitude of the consequences ...."

Change "element"” to "degree”. The second sentence is "High Fog Index!" This
may be true, but will it convey real meaningfunderstanding to the average
professional. The difference between certainty and uncertainty. The probability

of accomplishment/completion of a contemplated action.
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- Delete the last sentence. Usually associated with a contractor’s profit in that the
more risk associated with the requirement, the higher the profit potential.

The synthesized definition was modified slightly in arriving at the proposed
definition. The term "element" was changed to "degree." The term "probability" was
changed to "likelihood." It was recommended that the second sentence be deleted. This
was not done because the majority of respondents supported the synthesized definition.

¢. Proposed definition based upon responses:

RISK

The degree of uncertainty in an undertaking. It is a the function of the
likelihood of consequential events occurring and the consequences of the events
on the objectives.

- Synonyms: Contract cost risk

- Antonyms: None.

19. Scrap

a. Definition synthesis:

The term "scrap” was not difficult to synthesize. The published definitions
found by the researcher followed a common theme and did not differ from one another
to a significant degree. The definition as synthesized was:

SCRAP: Material or part that has no value except for its basic material content.

b. Results:

Twenty three of the respondents agreed with the synthesized definition of
this term. Comments and recommendations were received from only 14 respondents.
Some of the comments and recommendations included:

- Add "usuvally associated with waste and spoilage".
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- Material or part that has no known value except for its basic material content.

- Material or part that is a result of a production process and beyond any rework
possibilities and that has no value except for its basic material content or add a
value in a secondary market.

- Material, part, component, or system that is damaged, defective or deteriorated
or excess to needs and has no value except for its basic material content..

- Would a change from "its basic material content” to "its recoverable material
content” better represent the reality?

- I agree! I hope that confusion does not develop over the use of this term and
Residual Value,

The synthesized definition was only slightly modified in arriving at the
proposed definition. The phrase "material or part” was changed to "Item, thing, or part"
for clarity.

c¢. Proposed definition based upon responses:

SCRAP
Item, thing, or part that has no value except for its basic material content.

- Synonyms: Intrinsic value.

- Antonyms: Extrinsic value.

20. Termination Liability
a. Definition synthesis:
The term “termination liability" was not difficult to synthesize. It’s meaning
is re_latively straightforward. The definition as synthesized was:

TERMINATION LIABILITY: The maximum cost the Government would incur
if a contract is terminated.

48




b. Results:

‘Twenty two of the 37 respondents agreed with the synthesized definition of
this term. Only 15 respondents provided comments or observations. Some of the
comments or observations included:

- Maximum potential cost.

- Substitute "Buyer" for "vaemment" - could include prime or any tier sub.
Emphasis should be an amount paid rather than cost incurred.

- Change "Government" to "Buyer".

- It would seem that the word "liability" is more applicable to a terminated
contractor - the Govenunent is more vulnerable than liable. Also consider how
the definition applies to default as compared to convenience.

- The estimated cost the Government would incur if a contract is terminated for
convenience. The termination liability is invariably an estimate. In a cost-type

" arrangement (which arises even in a fixed price termination for convenience) the
final cost is subject to final rate negotiations.

- Add "for convenience" to the end. Should differentiate from default termination.

- The maximum amount the Government would be obligated to pay in the event
of a complete termination. This may include cost incurred, profit or fee,
subcontractor claims and termination settlement costs.

Some modifications occurred as a result of respondent feedback. The term
"Government" was changed to "buyer" to encompass the prim'g contractor and
subcontractor relationship as well as the Government - prime contractor relationship.

fe 1

The term "is" was changed to "were."
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c. Proposed definition based upon responses:

TERMINATION LIABILITY
The maximum cost the burer would incur if a contract were terminated.

- Synonyms: None.

- Antonyms: None.

C. SUMMARY

This chapter has presented the analysis of all the rem‘aining twenty terms. A
discussion of the definition synthesis process, presentation of the questionnaire results,
and the proposed definitions based on the questionnaire results were u.. .Jed. The

following chapter will present conclusions and recommendations.
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IV. CONCLUSIONS AND RECOMMENDATIONS

A. INTRODUCTION

This chapter offers conclusions and recommendations regarding the effort
undertaken in this thesis and ways to improve future research in this area. Also
included within the chapter are general comments as to the problems and situations
encountered during the research effort and methods that were developed to help
alleviate those problems. Finally, the research question posed at the beginning of this
thesis is answered along with a summary of the chapter. It should be noted that the
information presented in this chapter coincides with the "Conclusions and
Recommendations" chapter proposed by CPT Richard Florek in his concurrent research

effort.

B. CONCLUSIONS

As this is a follow-on to research conducted by LCDR Ryan, general comments
will be made conceming the conclusions he drew at the end of his research.
Conclusions drawn by this researcher and not addressed by LCDR Ryan will also be

discussed.

1. The product of this thesis will add to the body of knowledge which makes

up the contracting discipline. [Ref. 1:p. 79]
The terms defined in this thesis, and other theses of this combined effort,
comprise the first steps toward establishment of a contracting dictionary which will

serve as a foundation for the entire contracting discipline. What must be emphasized
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is that these are merely the first steps and that further work is needed in the areas of
defining new terms and re-examining completed terms to bring this dictionary to

fruition.

2. The observations of questionnaire respondents reflected a concern for the

continued development of the contracting discipline. [Ref. 1:p. 79].

Unlike LCDR Ryan, who it appears was very pleased with the number, as
well as the overall ciuality of responses, this researcher was disturbed by the same.
Out of 200 questionnaires mailed out, only 37 were retumed---a 18.5 percent response
rate. The low response rate was unsettling, but the quality of the responses was more
disturbing. Of the 37 received, 14 were classified as quality responses, yielding a
overall qualit response of seven percent.

3. There is not universal agreement concemning the meaning of most contracting

terms. [Ref. 1:p. 80]

LCDR Ryan was correct in his conclusion that there is no universal
agreement on definitions of contracting terms. There was even disagreement as to
whether some terms wére actually part of the contracting language.

4. The procedure used in this thesis to achieve consensus on term definitions

as used in contracting is valid. [Ref. 1:p. 80]

Once again, the conclusion drawn by LCDR Ryan held true in this thesis
effort. The methodology utilized by both researchers can be used to arrive at a
consensus for contracting terms. The actual procedure is valid, but some modifications
could be made to improve future dictionary efforts; these are outlined in the

recommendations.
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5. The inclusion of synonyms and antonyms was basically ignored by the
respondents.
Most of the respondents included no synonyms or antonyms when reviewing

the terms. Those that did demonstrated no logic for their choices.

C. RECOMMENDATIONS

1. A _procedure be established to conduct a second consen;us of all defiaitions

in this thesis and any other such effort.

Even though there is a pl=n to utilize Contract Management magazine to conduct
a further scrub of the propused definitions, another effort should be made to
" resynthesize the definitions prior to the magazine effort. In this researcher’s opinion,
input from the magazine article will be minimal; theiefore, it will not substantially
aid in the synthesis of definitions.

A thesis student should be given the task of conducting this intermediate scrub.
Using proposed definitions without going through the research for published definitions
and the syntte-izing involved, would allow him or her to handle between 100 and 150
words. He or she could handle such a high number of terms because the early work
has already been conducted, and the amount of work to be done in examining
responses should be much less than the initial researcher encountered. Terms dealt
witi: in this manner would get indiv.iual attention; they may not receive this kind of

scrutiny in the magazine process.
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2. A methodology be established to aid in the synthesis of terms for the

.questionnaire.
The methodology utilized in this thesis and outlined below should be adopted to

assist future researchers in this effort. The first step would be to group terms into the
following classifications: a general definition; a definition for the term as us_ed in
contracting; and, a definition for the term as used in government contracting. After
grouping, each definition would be examined for baseline terms found in a majority of
the definitions. After baseline terms had been identified, the definitions within the
grouping would be examined to identify single elements, words or phrases that appear
in only one or just a few of the definitions. Finally, the researcher would use the
baseline terms and the relevant single elements to form a synthesized definition.

3. Establish- a standardized guestionnaire format that would be utilized by all

participants in this research.

This recommendation comes as the result of a problem this researcher
encountered when reading the responses provided in the questionnaire. Most
respondents made changes to the synthesized definitions by lining through words in the
definitions, penning in words, or listing word or phrases on the lines provided.
Frequently, no reasoning for the suggested change was provided. Thus, changes which
may have been valid, and should have been incorporated into the proposed definition
may not have been given as much consideration as they should have received.

A few respondents did explain the reasoning behind their suggested changes.

This made the job of judging the validity of the suggestion much easier.
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A paragraph, such as the following, should be a required part of the instructiois
accompanying the questionnaires.

Please review -each definition provided for the contracting terms. When

reviewing, please feel free to make changes as you deem necessary. This

may be done by lining out words or in any other way which will be legible

to the researcher. Also, please include in the remarks section a short

explanation for the change; this will aid the researcher in understanding

your reasoning when reviewing the proposed definition.

4. Adopt the 25 terms defined through consensus as an initial step in the

synthesis process. [Ref. 1:p. 81]

Unlike LCDR Ryan, who recommended that his proposed definitions become
accepted definitions in the contracting discipline, I would urge that all of the

definitions need a further scrub as outlined in the first recommendation above. I

strongly believe that there is much to gain by repeating the process.

D. RESEARCH QUESTION ANSWER

The primary research question was: To what extent can standard meanings be

arrived at in the evolving field of contracting in which words are used with various
meanings?
LCDR Ryan aptly answered this question in his thesis. He stated:

A 100 percent agreement on an exact definition for any given contracting term
is not likely to occur, but a definition which represents a consensus can occur
with success as demonstrated by the results of this thesis. Definition consensus
is realistically achievable in a fixed amount of time utilizing published definitions
and glossary "explanations” as the basis for synthesized definitions which can
then be subjected to the criticism of a representative body of practitioners. [Ref.
1:p. 83] (

Standardized meanings. can be found for all of the terms which are part of the

contracting vemacular. Though meanings may become "the standard," there will still
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be skeptics within the profession who will not voluntarily  accept them.
Standardization may become a reality, but acceptance of the standard terms will be a

major obstacle encountered by those continuing this research effort.

E. GENERAL COMMENTS

" Most of the comments of LCDR Ryan in the General Comments section of his
thesis coincide with this researcher’s experiences in conducting this research.
Highlights that parallel both efforts are discussed below.

1. A weakness of the procedure was highlighted when a respondent would
recommend a change to a synthesized definition which contributed to a more concise
definition, while a majority of respondents agreed with the synthesized definition. [Ref.
1:p. 84] This situation required relying solely on the judgment and discretion of the
author when incorporating such changes.

2. Occasionally the recommended change was compelling in nature in that it
addressed a facet of the definition which should have been incorporated in the
synthesized definition. [Ref. 1:p. 85] This comment is unlike the above comment in
that the recommended change sometimes changed the entire focus of the synthesized
definition.

3. LCDR Ryan felt that one of the strengths of this research was in utilizing the
NCMA Fellows as a representative subset of the contracting community. The low
response rate and the lack of quality responses received from my questionnaire did not
substantiate his conclusion. My questionnaire was also mailed to NCMA Fellows, and

 was accompanied by an endorsement of the survey by NCMA National President, Mrs.

Ann Watson. Future researchers may want to tap the knowledge of NCMA members
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who are certified as Certified Professional Contracts Managers as opposed to NCMA

Fellows.

F. SUMMARY

This chapter offered conclusions, recommendations, and general comments to the
thesis effort. It not only addressed the strengths and weaknesses of this research, but
also offered changes which can improve any further work on the dictionary.

The effort of this thesis tc synthesize contracting terms for a dictionary of
contracting terminology was a difficult, but worthwhile, undertaking. The results of
this effort, and other like efforts, are vital for maintaining professionalism in the
contracting field by providing a useful tool for contracting practitioners, students, and

academics alike.
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APPENDIX A: PUBLISHED DEFINITIONS

This appendix presents published definitions of the 25 terms used in the

questionnaire and selected related terms.
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ACOQUISITION STRATEGY

- "The conceptual basis of the overall plan that a Program Manager follows in
program execution. The acquisition strategy encompasses program objectives, direction,
and control through the integration of strategic, technical, and resource concems.” [Ref.
2:p. 3-1]

- "The conceptual framework for conducting systems acquisition, encompassing the
broad concepts and objectives which direct and control the overail development,
production, and deployment of a system. It evolves in parallel with the system'’s
maturation. It must be stable enough to provide continuity but dynamic and flexible
enough to accommodate change. It is tailored to fit the needs for developing,
producing, and fielding the system." [Ref. 3:p. 2]

- "The conceptual framework for conducting systems acquisition, encompassing the
broad concepts and objectives which direct and control the overall development,
production, and deployment of a system. It evolves in parallel with the systems’s
maturation. It must be stable enough to provide continuity but dynamic and flexible
enough to accommodate change. It is tailored to fit the needs for developing,
producing and fielding the system. Required by OMB Circular A-109 and service
directives for virtually all programs.” [Ref. 4:p. 2]

ADMINISTRATIVE CHANGE

- "Unilateral change to a contract, in writing, that does not affect the substantive
rights of the parties; e.g., changes in address, funding accounts, etc.” [Ref. 5:p. 1]
"

- "... a unilateral contract change, in writing, that does not affect the substantive

rights of the parties (e.g., a change in the paying office or the appropriation data)."
[Ref. 6:Part 43.101]

BASELINE

- "Defined quantity or quality used as a starting point for subssquent efforts and
progress measurement." [Ref. 3:p. 6]

- "Defined quantity or quality used as a starting point for subsequent -efforts and
progress measurement. Can be a technical baseline or cost baseline.” [Ref. 4:p. 6]

- "A configuration identification document or a set ¢f such documents fornally
designated and fixed at a specific time during a configuration items life cycle.
Baselines, plus approved changes from those baselines, constitute the current
configuration identification." [Ref. 7:p.A-1]

BASELINING

- "A process whereby all managers involved in a program collectively agree on its
specific description, requirements, and funding, and make a commitment to manage the
program along those guidelines." [Ref. 8:p. 8]

- "A formal agreement between essential program participants that specifies the
critical parameters of a program entering full scale development or production, to
include cost, schedule, and performance. Baselining is a technique used to enhance

atahilitsr nevAd nnntenl anat genwth. Onca tha- renrn. s A + - nrva
stavuily wiiG COIRIC: COGU growul witle S Progiain 16 appiovea , the PIogram manager

has authority to manage the program within the specified baseline parameters." [Ref.
9:p. 70]

61




CERTIFICATE OF COMPETENCY

- "A written certificate from the Small Business Administration to a Contracting
Officer attesting that the SBA has surveyed a given small business and finds them
qualified to perform a contract as to capacity and financially, i.e., able to prove the
avzailability of adequate funding to support the work required.” [Ref. 10:p. 9]

- "The certificate issued by the Small Business Administration stating that the holder
is responsible (with respect to all elements of responsibility) for receiving and
performing a specific government contract.” [Ref. 8:p. 10]

- "To certify to Government officers, and officers engaged in the sale and disposal
of Federal property, with respect to all elements of responsibility, including but not
limited to capability, competency, capacity, credit, integrity, perseverance, and tenacity,
of any small business concern or group of such concemns to receive and perform a
specific Govemment contract.” [Ref. 11:Section 637(7)(a)]

- "Certificate by the Small Business Administration that a small business has the
capacity and credit to perform a particular Government contract.” [Ref. 12:p. GL-4]

- "If a contracting officer is about to find a small business not responsible, he must
refer the matter to the SBA. The SBA , if the circumstances warrant, is authorized to
certify to Government procurement officers with respect to all elements of
responsibility of any small business concern. Any such certification (called a Certificate
of Competency) is binding on the contracting officer." [Ref. 13:p. 3]

COMMERCIAL ITEM

- "A commercial item (which may be either supplies or services) is of a class or
kind that is (1) regularly used for.other than govemment purposes, and (2) sold or
traded in the course of conducting normal business operations." [Ref 14:p. B-2]

- "An item, material, component, or system sold to the general public in normal
. business at prices based on established catalogue or market prices.” [Ref. 5:p. 6]

- "An item, including both supplies and services, of a class or kind that is (1)
regularly used for other than govémment purposes and (2) is sold or traded in the
course of conducting normal business operations. A commercial item is sold in
substantial quantities when the facts or circumstances support a reasonable conclusion
that the quantities regularly sold are sufficient to constitute a real commercial market
for the supplies or services. An item is sold to the general public if it is sold to other
than affiliates of the seller for end use by other than the government." [Ref. 3:p. 9]

- "An end item available on the commercial market, most likely not
developed/produced for DOD." [Ref. 4:p. 12]

- "...supplies or services regularly used for other than Government purposes and sold
or traded to the general public in the course of normal business operations.” [Ref.
6:Part 15.804-3(c)(2)]

- "Usually a standard "bread and butter" product or service of a class or kind which
is regularly used for other than Govemment purposes, and is sold or traded in the
course of conducting normal business operations. The Government adds that the item
must be sold to the general public in substantial quantities and be based on established

commercial items." [Ref. 10:p. 10]
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- "An item, including supplies and services, of a class or kind regularly used for
other than government purposes and sold or traded in the course of normmal business
operations." [Ref. 8:p. 11]

CONFIGURATION MANAGEMENT

- "A discipline applying technical and administrative direction and surveillance to (1)
identify and document the functional and physical characteristics of a configuration
item, (2) control changes to those characteristics, and (3) record and report change
processing and implementation status.” [Ref. 15:p. 153]

- "A procedure for applying technical and administrative direction and surveillance
to (1) identify and document the fanctional and physical characteristics of an item or
system, {2) control any changes to such characteristics and (3) record and report the
change, process, and implementation status. The configuration management process
must be carefully tailored to the capacity, size, scope, and phase of the life cycle,
nature, and complexity of the system involved." [Ref. 4:p. 13]

- "A procedure for applying technical and administrative direction and surveillance
to (a) identify and document -the functionial and physxcal characteristics of an item or
system, (b) control any changes to such characteristics and (c) record and report the
change, process, and implementation status. The configuration management process
must be carefully tailored to the capacity, size scope, and phase of the life cycle,
nature and complexity of the system involved." [Ref. 3:p. 10]

- "A discipline applying technical and administrative direction and surveillance to (1)
identify and document the functional and physical characteristics of a configuration
item, (2) contrel changes to those characteristics, and (3) record and report change
processing and implementation status.” {Ref. 7:p. A-2]

- "A procedure for applying technical and administrative ditection and surveillance
to identify and document the functional and physical charactetistics of an item or
system, control any changes to such characteristics, and record and report the change,
process, and implementation status. The configuration management process must be
carefully tailored to the capacity, scope, size, and phase of the life cycle, nature, and
complexity of the item or system." [Ref. 8:p. 12]

- "A discipline applying technical and administrative direction and surveillance to (1)
identify and document the functional and physical characteristics of a configuration
item, (2) control changes to those characteristics, and (3) record and report change
processing and implementation status." [Ref. 16:p. J-3]

LONTRACT OR _FURNISHED EQUIPMENT

"ltem of hardware, electrical equipment, or other standard production or commercial
item fumished by an associate contractor as designated by the contract.”" [Ref. 15:pp.
167-168)
- "An item manufactured or purchased by the contractor for inclusion in or suppost
of the system/equipment.” [Ref. 7:p. A-2]

"Separable equipment, components, and other items pertaining to a system in a
contractor fumiched -property which. a.contractor ic reanired to-fumich in.order to. carry

LWVl atraaadliitie Ll Vasec QU VA Al Ao qmanv= alaall,

out the requirements “of a contract.” [Ref. 17:p. 209]
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COST PRINCIPLES

- "The rules for allowance of costs in negotiating -cost-reimbursement contracts and
making payments thereunder and in pricing all contracts and modifications whenever
cost analysis is performed." [Ref. 14:p 3-5]

- "In contract administration, principles that define the basis for allowability,
reasonableness and the concepts of allocability of contractor’s costs under cost
reimbursement contracts and for the negotiation of fixed -price contracts." [Ref. 17:p.
219]

- "The regulations which establish rules and policies relating to the general treatment
of costs in Government contracts, particularly the allowability of costs." [Ref. 12:p.
GL-7] .

COULD COST

- "A cooperative govemment and industry process of eliminating all non-essential
effort (labor, material and other costs) while ensuring at the same time product
performance and quality.” [Ref. 18:p. 3]

- "A cooperative effort between the government and a contractor aimed at improving
the way we do business. It is a way to determine what a system would cost if we
could write coniracts to minimize the non-value, added work done by a contractor.”
[Ref. 18:p. 3]

DEFECTIVE PRICING
- "Result of cost/pricing data which was certified by contractor to be accurate and
complete not being so." [Ref. 4:p. 20]

DEFECTIVE COST OR PRICING DATA

- "Centified cost or pricing data subsequently found (o have been inaccurate,
incomplete, or noncurrent as of the effective date of the certificate. In this case, the
Government is entitled to an adjustment of the negotiated price, including. profit or fee,
to exclude any significant sum. by which price was increased because of the defective
data, provided the data were relied upon by the Government." [Ref. 14:p. B-4]

- "Certified cost or pricing data later found to have been inaccurate, incomplete, or
noncurrent as of the effective date of the certificate. In this case, the Government is
entitled to an adjustment of the negotiated price, including profit or fec, to exclude any
significant sum by which price was increased becausé of the defective data, provided
- the data were relied upon by the government.” [Ref. 3:p. 16]

- "Certified cost or pricing data subsequently found to have been inaccurate,
incomplete, or nonconcurrent as of the effective date of the certificate." [Ref. 8:p. 18]

- "..cost data or pricing data which, as of the date of agreement on the price of the
contract (or another date agreed upon between the parties), were inaccurate ,
incomplete, or noncuirent.” [Ref. 11:Section 2306(d)(1)]

- "Certified cost or pricing data subsequently found to have been inaccurate,
incomplete, or noncurrent as of the effective date of the certificate; it entitlés the
Government 10 an adjustment of ihe negotiated price, including profit or fes, 1o
exclude any significant sum by which price was increased because of the defective
data, provided that data were relied upon by the Government." [Ref. 12:p. GL-8]
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ENGINEERING CHANGE PROPOSAL

- "The document which proposes system/equipment changes in accordance with
applicable bulletins, regulations, and other directives. A term which includes both a
proposed engineering change and the documentation by which the change is described
and suggested. The document for proposing any design change to an item, facility,
part, and so forth, delivered or to be delivered which will require revision to the
contract specifications or engineering drawings, or the documents referenced which are
approved or authorized for applicable items under Govemment contracts." [Ref. 15:p.
259]

- "Proposal which may be originated by either party to a contract (govemment or
contractor). Detailed information is needed to support the proposal and to document the
proposed change. An evaluation and analysis of the technical, cost, and schedule
effects of implementing the change must be made, and a fair price negotiated with the
contractor." [Ref. 3:p. 20]

- "A proposal to the responsible authority recommending that a change to an original
item of equipment be considered, and the design or engineering change be incorporated
into the article to modify, add to, delete or supersede original parts." [Ref. 4:p. 27]

= "A term which includes both a proposed engineering change and the documentation
by which the change is described and suggested." [Ref. 7:p. A-5]

- "A document proposing any design change requiring revision to contract
specifications or engineering drawings; may be originated by either party to a contract;
requires detailed documentation and an evaluation of technical, cost, and schedule
effects.”" {Ref. 8:p. 20]

- "An alteration in the physical or functional characteristics of a system or item
delivered, to be delivered, or under development, after establishment: of such
characteristics." [Ref. 16:p. J-6]

FULL AND OPEN COMPETITION

- "All responsible sources are eligible to compete. The standard for competition in
contracting. Required in the Department of Defenise by the Competition in Contracting
Act (1984)." [Ref. 4:p. 33]

- "When used with respect to a contract action, means that all responsible sources
are permitted to compete.” [Ref. 6:Part 6.003]

- "When used with respect to a procurement, means that all responsible sources are
permitted to submit sealed bids or competitive proposals on the procurement.” [Ref.
11:Section 403(7)]

M.ARKET ANALYSIS

- "Refers to the process of analyzing prices and trends in the competitive marketplace
for the purpose of comparing product availability and cffered prices against market
alternatives and establishing the reasonableness of offered prices." [Ref. 14:p. 7]

- "Involves obtaining the following information, as appropriate: 1) The availability
of products suitable, as is or with minor modifications, for mecting the need; 2) The

whirnle Al sata el
terms and conditions and warranty practicss under which commcrcial salcs are mads;

3) The requirements of controlling laws and regulations; 4) The number of sales and
length of time over which they must occur to provide reasonable assurance that a
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particular product is reliable; 5) The distribution and support capabilities of potential
suppliers, including alternative arrangements and cost estimates; 6) The potential cost
of modifying commercial products to meet particular needs, if required." [Ref. 6:Part
11.004]

- "A sub-division of marketing research which involves the measurement of the extent
of a market and the determination of its characteristics.”" [Ref. 17:p. 562]

MATERIAL
- "..2) of substantial unportance, of much consequence; 3) pertinent or essent1a1 4)
modcrate especially in price; not expensive...." [Ref. 21:p. 1185]

MATERIALITY

- "Refers to (1) the significance of an item of information which could appear, does
appear, or does not appear in a financial statement; (2) the measure of worth of an
item in relation to other items, or (3) the significance of a condition in relation to the
overall scope/perspective placed on the area." [Ref. 3:p. 34]

- "Important; more or less necessary; having influence or effect, going to the merits,
having to do with matter, as distingnished from form." [Ref. 19:p. 880]

- "I)the quality or state of being material; 2) something that is material." [Ref. 20:p.
733]

- "1) material nature or quality; 2) something material." [Ref. 21:p. 1185]

MATERIALS MANAGEMENT

- "Organizational concept in which a single manager has authority and responsibility
for all activities principally concemed with the flow of materials into an organization.
Purchasing , production, planning and scheduling, incoming traffic, inventory control,
receiving and stores normally are included.” [Ref. 22:p. 31-19]

- "A confederacy of traditional materials activities bound by a common idea - the
idea of an integrated management approach to planning, acouisition, conversion, flow,
and distribution of production materials from the raw material state to the finished-
product state." [Ref. 23:p. 25]

- "Embraces all functions of acquisition, standards and quality control and surplus
property management.” [Ref. 5:p. 18]

- "In connection with Government Fumished Property and associated procedures, that
property which may be incorporated into or attached to an end-item to be delivered
under a contract, or which may be consumed o1 2xpended in the performance of the
contract. It includes, but is not limited to, raw and processed material, patts,
components, assemblies, and frequently small hand tonls considered to be expendable
and consumed in normal use." [Ref. 10:p. 37]

- "A concept that integrates the flow and control of materials and services beginning
with identification of the need and ending after delivery to the ultimate user." [Ref.
24:p. 10]

“Management as related to the completc life cycle of material flow, from the
pUILlld&c and. bifermnal coinirol of yxuuu\.uuu matcrials to the pl"m”n'}n"ag and control of
work in process to the warehousing, shipping and distribution of the finished product.”
[Ref. 17:p. 567}




PRICE NEGOTIATION MEMORANDUM

- "The document that tells the story of the negotiation. It is a sales document that
estal-lishes the reasonableness of the agreement reached with the successful offeror. It
is also the permanent record of the decisions the negotiator made in establishing that
the price was fair and reasonable.” [Ref. 14:p. B-8]

PRICE ANALYSIS

- "The evaluation of a specific price submitted by a contractor or other seller on the
basis of data independent of that provided by the contractor (such as competing price
proposals, prior quotations on similar tasks, published price lists, and independent cost
estimates) to determine whether the price is consonant with current market values."
[Ref. 15:p. 536]

- "The process of examining and evaluating a prospective price without evaluation
of the separate cost elements and proposed profit of the individual offeror whose
price is being evaluated. It may be accomplished by a comparison of submitted
quotations, a comparison of price quotations and contract prices with current quotations
for the same or similar items, the use of rough yardsticks (dollar per pound, for
instance), or a comparison of proposed prices with independently developed estimates."
{Ref. 3:p. 41]

- "The process of -examining and evaluating a proposed price without evaluating its
separate cost elements and proposed profit." [Ref. 6:Part 15.801]

- "The process of examining and evaluating a prospective price without evaluation
of the separate cost elements and proposcd profit (or fee) of the prospective supplier
A method which utilizes certain comparisons and yardsticks, catalogs, and estimates."
[Ref. 10:p. 47)

PROGRESS PAYMENTS

- "Those payments made to contractors as work progresses under a contract on the
basis of cost incurred, percentage of completion accomplished, or at a particular stage
of completion, and prior to actual delivery and acceptance of contract items." [Ref.
15:p. 5571

- "A payment made as work progresses under a contract on the basis of percentage
of completion accomplished, or for work performed at a particular stage of
completion.” [Ref. 14:p. B-8]

- "A payment made, as work progresses under a contiact, on the basis of the
percentage of work completed or for work performed at a particular stage of
completion.”" [Ref. 3:p. 45]

- "Payments made to a prime contractor during the life of a fixed-price type contract
on the basis of a percentage of his incurred total cost or total direct labor and material
costs.” [Ref. 4:p. 68]

"Payments made as work progresses under a contract, upon the basis of costs
mcurred of percentage of completion accomplished, or upon a specxﬁed stage of

compleuon Not to be confused with partial payments. A method of contract financing
by the Government as an aid to Contzactors during contract nerfnnnanvp [Ref. IO;p,

49] o o
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- "A paynieat made as work.progresses under a contract on the basis of percentage
of completion accomplished, or for work performed at a particular stage of
completion." [Ref. 8:p. 31]

PROPRIETARY

- "Belonging to ownership; belonging or pertaining to a proprietor; relating to a
certain owner or proprietor. Made and marketed by a person or persons having the
exclusive right to manufacture and sell such." [Ref. 19:p. 1097}

PROPRIETARY DATA

- "A much disputed definition generally said by Armed Service Procurement
Regulation (ASPR) to mean that data generated by a Contractor which inspection,
chemical analysis, reverse engineering, or other close examination will not reveal
methods of its make-up, or technique of manufacture, content, etc. Many items which
companies mark as "Company Private" or "Company Proprietary" are those items
which cannot meet the above criteria but which are "bread-and-butter" items developed
at much private expense, or are so labeled to protect them from competition or
revelation. The Govermment does not consider these as true proprietary items." [Ref.
10:p. 50]

- "Information or data which describes technical processes, tools or mechanisms that
a business wishes to keep from general public view in order to maintain its
competitive position in the market." [Ref. 17:p. 743]

PROPRIETARY RIGHT

- "An exclusive right of ownership in intellectual property arising by virtue of
authorship, invention, or discovery which is capable of protection as a matter of law."
[Ref. 15:p. 560]

- "Those rights which an owner of property has by virtue of his ownership." [Ref.
19:p. 1098]

REASONABLE

- "A very debateable legal term which is based on the exercise of a prudent man’s
judgement and therefore is open to wide interpretation as to time or other factors in
connection with which it is frequently used. What is reasonable tg.one may not be to
another, but may be established through custom or precedence.” [ .éf. 10:p. 53]

- "Fair, proper, just, moderate, suitable under the circumstances. Fit and appropriate
to the end in view. Not immoderate or excessive, being synonymous with rational,
honest, equitable, fair, suitable, moderate, tolerable." [Ref. 19:p. 1138]

- "Not extreme or excessive, moderate, fair." [Ref. 20:p. 981]

- "1) agreeable to reason or sound judgement; logical; 2) not exceeding the limit

prescribed by reason, not excessive; 3) moderate especially in price; not expensive."
[Ref. 21:p. 1608]
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REASONABLE COST

- "A cost is 1casonable if, in its nature or amount, it does not exceed what would
be incurred by an ordinarily prudent person in the conduct of competitive business.”
[Ref. 15:p. B-8]

- "Generally, a cost which in nature and amount does not exceed what would be
incurred by an ordinary prudent person in the conduct of competitive business." [Ref.
12:p. GL-15]

RESIDUAL VALUE

- "The scrap value of equipment at the end of the economic life system." [Ref. 4:p.
72]

- "The scrap value of equipment at the end of the economic life." [Ref. 3:p. 48]

- "Value of proceeds (less removal and disposal costs) realized upon disposition of
tangible capital asset." [Ref. 17:p. 778]

RISK

- "The opposite of confidence or assurance; the probability that the conclusion reached
as to the contents of a lot (number of defects or defectives or defective range) is
incorrect.”" [Ref. 15:p. 603]

- "An assumption of possible monetary loss or gain in light of the job or work to
be done. One of the elements to be considered in the negotiation of a fair and
reasonable price, as well as in determining the type of contract under which
performance will occur.” [Ref. 9:p. B-9]

- "A measurable probability of consequence associated with a set of conditions or
actions." [Ref. 3:p. 49]

- "A measurable probability of consequence associated with a set of conditions or
actions. Geunerally, in Department of Defense, risk has a negative connotation- that
action must be taken to avoid failure." [Ref. 4:p. 73]

- "The amount of inherent hazard in undertaking a contract considering all
performance factors and environments. Risk is said to be maximum on the Contractor
performing the fixed-price contract since he must perform at the stated price and often
in the face of close competition, changing market and labor conditions, economic
stresses etc. Risk decreases materially in the cost-reimbursement type contracts and
practically disappears in the Time and Material type contract.”" [Ref. 10:p. 58]

- "Random, personal, interpersonal technical or environmental event which probable
occurrence may strategically, logistically or statistically be calculated or predicted but
seldom controlled." [Ref. 17:p. 795]

- "In general the element of uncertainty in an undertaking." [Ref. 19:p. 1193]

- "Risk indicates the expected severity of the non-achievement of an objective. It is
the function of the probability of consequential events occurring and the consequences
of the event on the objectives." [Ref. 25:p. 9]

SCRAP

- “Personal property discarded for use and which éppears io hiave no valiue except
for its basic material content. Property that has no reasonable prospect of being sold
except for the recovery value of its basic material content.”" [Ref. 15:p. 612}
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- "Material or part that has no value except for its basic material content." [Ref. 22:p.
31-24)

- "Material damaged , defective, or deteriorated to the extent that it has no value
except for its basic material content." [Ref. 5:p. 27]

- "Personal property that has no value except for its basic material content." [Ref.
6:Part 45.4501]

- "In property procedures, that property which has no reasonable prospect of being
sold except for the recovery value of its basic material content.”" [Ref. 10:p. 58]

- "Property that has no value except for its basic material content." [Ref. 17:p. 811]

TERMINATION LIABILITY

- "The maximum cost the Government would incur if a contract is terminated. In the
case of a multiyear contract terminated before completion of the current fiscal year’s
deliveries, termination liability would include an amount for both current year
termination charges and outyear cancellation charges." [Ref. 6:Part 17.101]

- "Debt or other legal obligations arising out of transactions in the past which must
be liquidated, renewed, or refunded at some future date." [Ref. 17:p. 521]

TITLE

- "In real property or in personal property, it is the ownership and possession, or the
righi to possession, which a person has or obtains in a property.” [Ref. 26:p. 261]
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APPENDIX B: QUESTIONNAIRE

This appendix presents the questionnaire which was sent out to approximately
200 contracting professionals to help in the formulation of acceptable definitions for
the 25 terms selected.

Each of the 25 definitions contained in the questionnaire is a definition

synthesized from published sources.
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All of the following definitions are synthesized from collected definitions, government
regulations, or contracting literature. They are, in the author’s opinion, the baselined
definitions of the words as they should be applied in the contracting profession. Your
participation will become part of the data base which will hopefully provide a
consensus on what the precise definition of the words and terms investigated should
be.

Please indicate if you agree with the definition or not. If not, provide constructive
criticism of the definition offered and if possible provide what your alternative
definition is and list any reference which you draw upon to provide that definition.
Also add any synonyms or antonyms which you feel would apply. Feel free to utilize
these sheets for your comments inciuding the back if you require more room.

The phrases below are not an all-inclusive listing of the proposed dictionary content,
but merely a subset of ongoing research to ultimately provide a comprehensive lexicon
of acquisition terminology.

ACQUISITION STRATEGY

The conceptual framework for conducting systems acquisition. Through the integration
of strategic, technical, and resource concems, it encompasses the broad concepts and
objectives which direct and control the overall development, production, and
deployment of a system. It is developed and tailored to unique circumstances of the
program,

COMMENTS:

SYNONYMS:
ANTONYMS:
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ADMINISTRATIVE CHANGE

A unilateral contract change, in writing, that does not affect the substantive rights of
the parties (e.g., a change of address or the appropriation data).

COMMENTS:

SYNONYMS:
ANTONYMS:

BASELINING

A process whereby all managers involved in a program entering full-scale development
or production review and approve critical program parameters including cost, schedule,
and performance. Once approved, the program manager has the authority to manage
the program within the specified baseline parameters.

COMMENTS:

SYNONYMS:
ANTONYMS:

CERTIFICATE OF COMPETENCY

A written certificate from the Small Business Administration stating that a small
business, with respect to all elements of responsibility (including but not limited to
capability, competency, capacity, credit, integrity, perseverance, and tenacity), is able
to receive and perform a specific Government contract.

COMMENTS:
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COMMERCIAL ITEM

Supplies or services regularly used for other than Govemment purposes and sold or
traded to the general public in the course of normal business operations.

COMMENTS:

SYNONYMS:
ANTONYMS:

CONFIGURATION MANAGEMENT

A discipline applying technical and administrative direction and surveillance to identify
and document the functional and physical characteristics of an item or system, control
any changes to such characteristics and record and report change processing and
implementation status.

COMMENTS:

. SYNONYMS:
ANTONYMS:

CONTRACTOR FURNISHED EQUIPMENT

An item manufactured or purchased by the contractor which the contractor is required
to furnish in order:to carry out the requirements of a contract.

COMMENTS:

SYNONYMS:
ANTONYMS:
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COST PRINCIPLES

The regulations which establish rules and policies relating to the general treatment of
costs in Government contracts. Cost Principles define the basis for allowability,
reasonableness and the concepts of allocability of contractor’s costs under cost
reimbursement contracts and for the negotiation of fixed price contracts.

COMMENTS:

SYNONYMS:
ANTONYMS:

COULD COST

A concept of contract pricing that involves a cooperative Government and industry
effort to minimize .or eliminate the non-value, added work done by a contractor.

COMMENTS:

SYNONYMS:
ANTONYMS:

DEFECTIVE PRICING

Result of cost or pricing data which were certified by a contractor to be current,
accurate and complete but in fact were not. It entitles the Government to an
adjustment of the negotiated price, including profit or fee, to exclude any significant
sum by which price was increased because of the defective cost or pricing data,
provided the data were relied upon by the Govemment.

COMMENTS:

SYNONYMS:

ANTTONTVALC. -
A ATAWS

4 ALY A SN/AN
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ENGINEERING CHANGE PROPOSAL

A document which proposes a change in the physical or functional characteristics of
a system or item. Requires revision to contract specifications or engineering drawings.
Includes both a proposed engineering change and the documentation by which the
change is described and suggested.

COMMENTS:

SYNONYMS:_.
ANTONYMS:

FULL AND OPEN COMPETITION

All responsible sources are eligible to compete and submit sealed bids or competitive
proposals as required by the procurement.

COMMENTS:

—

SYNONYMS:
ANTONYMS: . .

GOVERNMENT TITLE

The Govemment’s vested right to the ownership and possession in real or personal
property.

COMMENTS:

SYNONYMS:
ANTONYMS:
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MARKET ANALYSIS

Analysis to measure the extent and nature of a market and determine its characteristics
(e.g., product availability, market altematives, prices, trends).

COMMENTS:

SYNONYMS:
ANTONYMS:

MATERIALITY

The measure of worth or significance of an item in relation to other items.

. COMMENTS:

SYNONYMS:
ANTONYMS:

MATERIALS MANAGEMENT

An integrated manageinent approach to the complete life cycle of material flow from
the raw material state to the finished product state.

COMMENTS:

SYNONYMS:
ANTONYMS:




POST NEGOTIATION MEMORANDUM

Documentation of a negotiation which provides a permanent record of the decisions
made by the negotiator in determining that the price agreed upon by the Government
and the successful offeror was fair and reasonable.

COMMENTS:

SYNONYMS:
ANTONYMS:

PRICE ANALYSIS

The process of examining and evaluating a proposed price on the basis of data
independent of that provided by the contractor. Performed without evaluation of the
separate cost elements and proposed profit (or fee). A method which utilizes certain
comparisons and yardsticks, catalogs, and estimates.

COMMENTS:

SYNONYMS:
ANTONYMS:

PROGRESS PAYMENT

Payment made to contractors under a contract on the basis of cost incurred, percentage
of completion accomplished, or upon a specified stage of completion.

COMMENTS:

SYNONYMS:
ANTONYMS:
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PROPRIETARY DATA

Data which describes technical processes, tools, or mechanisms that belong to an
owner as a result of authorship, invention, or discovery at private expense.

COMMENTS:

SYNONYMS:
ANTONYMS:

REASONABLE

Based on the exercise of a prudent person’s judgement. Agreeable to reason or sound
judgement. Not immoderate or excessive.

COMMENTS:

SYNONYMS: _
ANTONYMS:_ ‘

RESIDUAL VALUE

The scrap value of a tangible capital asset at the end of its economic life.

COMMENTS:

SYNONYMS: ~ A «
ANTONYMS:
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RISK

The element of uncertainty in an undertaking. It is the function of the probability of
consequential events occurring and the consequences of the event on the objectives.

COMMENTS:

SYNONYMS:
ANTONYMS:

SCRAP

Material or part that has no value except for its basic material content.

COMMENTS:

SYNONYMS:
* ANTONYMS:

TERMINATION LIABILITY

The maximum cost the Government would incur if a contract is terminated.

COMMENTS:

SYNONYMS:
ANTONYMS:
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APPENDIX C: PROPOSED DEFINITIONS BASED UPON THE
CONSENSUS PROCEDURE

This appendix presents one of the products of this thesis. These proposed
definitions, which were arrived at through a consensus procedure, represent
professionally acceptable definitions of the 25 terms.
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ACQUISITION STRATEGY
The conceptual framework for conducting an acquisition. Through the integration of
strategic, technical, and resource concerns, it encompasses the broad concepts and
objectives which direct and control the overall development, production, and
introduction to use of a product or system. It is developed and tailored to unique
circumstances of the program.

- Synonyms: Acquisition planning, acquisition management plan, business strategy
plan.
- Antonyms: Non-strategic, piecemeal acquisitions.

ADMINISTRATIVE CHANGE

A contract change (either unilateral or bilateral), in writing, that does not affect the
substantive rights of the parties (e.g., a change of address or the appropriation data)
or the contract price.

- Synonyms: Unilateral modification or unilateral supplement, administrative
modification.
- Antonyms: Contract amendments.

BASELINING

A picocess whereby all managers involved in a program entering full-scale development
or production, review and approve critical program parameters including cos.,
schedule, and performance. Once the baseline is approved, the program manager has
the authority to manage the program within the specified parameters.

- Synonyms: Zero ‘basing.
- Antonyms: None.

CERTIFICATE OF COMPETENCY

A written certificate from the Smali Business Administration stating that a small
business, with respect to all elements of responsibility (including but not limited to
sapability, competency, capacity, credit, integrity, perseverance, and tenacity), is able
to receive and perform a specific Government contract.

- Synonyms: None.
- Antonyms: Not responsible.
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COMMERCIAL ITEM
Supplies or services regularly sold or traded in substantial quantity to the general
public in the course of normal business operations.

- Synonyms:. Off-the-shelf, commercial product.
- Antonyms: Military specific equipment.

CONFIGURATION MANAGEMENT

A discipline applying technical and administrative direction and s -veillance to identify
and document the functional and physical characteristics of an item or system, control
any changes to such characteristics and record and report change processing and
implementation status.

- Synonyms: None.
- Antonyms: None.

CONTRACTOR FURNISHED EQUIPMENT
An item manufactured or purchased by the contractor which the contractor is required
to provide in order to carry out the requirements of a contract.

- Synonyms: Contractor acquired equipment.
- Antonyms: Government furnished equipment.

COST PRINCIPLES

The principles defining the basis for allowability, reasonableness and the concepts of
allocability of contraccor’s costs under cost reimbursement contracts and for the
negotiation of fixed price contracts. They are embodied in regulations which establish
rules and policies relating to the general treatment of costs in Government contracts.

- Synonyms: None.
- Antonyms: None.
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COULD COST
A concept of contract pricing that involves a cooperative buyer and seller effort to
minimize or eliminate the non-value, added work done by a seller.

- Synonyms: Value engineering, Total Quality Management.
- Antonyms: Should cost, will cost.

DEFECTIVE PRICING

Result of cost or pricing data which were claimed by a contractor or subcontractor to
be current, accurate and complete but in fact were not. It entitles the Government to
an adjustment of the negotiated price, including profit or fee, to exclude any
significant sum by which price was increased because of the defective cost or pricing
data, provided the data were relied upon by the Government.

- Synonyms: Defective cost or pricing data
- Antonyms: None.

ENGINEERING CHANGE PROPOSALS

A document which proposes a change in the physical or functional characteristics of
a system or item. It requires revision to contract specifications or engmeermg
drawings, if accepted by the buyer. It includes both a proposed engineering chang
cnd its decumentation.

- Synonyms: Class I change, value engineering change proposal.

- Antonyms: Class II change.

FULL _AND OPEN COMPETITION
All responsible sources are eligible to compete and submit sealed bids or competitive
proposals as required by the procurement.

- Synonyms: Unrestricted competition.
- Antonyms: Sole source, limited competition.
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GOVERNMENT TITLE
The Government's vested right to the ownership and possession of real or personal
property. The right of possession may or may not be executed.

- Synonyms: None.
- Antonyms: None.

MARKET ANALYSIS
Analysis which measures the extent and nature of a market and determines its
characteristics (e.g., product availability, market alternatives, prices, trends).

- Synonyms: Market research, market survey.
- Antonyms: None.

MATERIALITY
The measure of worth or significance of an item in relation to other items and/or
relevant comparators. Measure can be in terms of the nature of the item or its size.

- Synonyms: Significance, value, pertinence
- Antonyms: Immaterial.

MATERIALS MANAGEMENT
An integrated management approach to the complete life cycle of an item’s material
flow from the raw material state to the finished product state.

- Synonyms: None.
- Antonyms: None.

POST NEGOTIATION MEMORANDUM

Documentation of a negotiation which provides a permanent record of the decisions
made by the negotiator in determining that the price agreed upon by the buyer and
the successful offeror was fair and reasonable.

- Synonyms: Price negotiation memorandum, PNM, record of contract action.
= Antonyms: None.

- T
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PRICE ANALYSIS

The process of examining and evaluating a proposed price on the basis of data
independent of that provided by the offeror. It is performed without evaluation of the
separate cost elements and proposed profit (or fee). This method uses comparisons of
competitive price quotes, prior quotes or contract prices, yardsticks, catalogs, and
estimates.

- Synonyms: Parametric estimating.
- Antonyms: Cost analysis.

PROGRESS PAYMENT

Payment made to a contractor, under other than a cost reimbursement contract, on the
basis of cost incurred, or percentage of completion accomplished, or upon a specified
stage of completion as applicable.

- Synonyms: Interim payment.
- Antonyms: Advance payment.

PROPRIETARY DATA

Data which describes technical processes, tools, mechanisms, applications, or private
business information that belong to an owner or entity as a result of authorship,
invention, or discovery at private expense or through purchased rights.

- Synonyms: Patent, copyright, license.
- Antonyms: Public domain.

REASONABLE
Based on the exercise of a prudent person’s judgment. Agreeable to reason or sound
judgment taking into consideration the circumstances. Not immoderate or excessive.

- Synonyms: Fair, just, reasonable cost.
- Antonyms: Unreasonable, excessive.

RESIDUAL VALUE
The remaining value of a tangible asset at the end of its econonmic life.

T e T

- Syuuuynla. Noiie.
- Antonyms: None.
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RISK
The degree of uncertainty in an undertaking. It is a the function of the likelihood of
consequential events occurring and the consequences of the events on the objectives.

- Synonyms: Contract cost risk
- Antonyms: None.

SCRAP

Item, thing, or part that has no value except for its basic material content.

- Synonyms: Intrinsic value.
- Antonyms: Extrinsic value.

TERMINATION LIABILITY
The maximum cost the buyer would incur if a contract were terminated.

- Synonyms: None.

- Antonyms: None.
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